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Dear Applicant:

We have considered your application for recognition of exemption From
Federal incamre tax under section 501(c) (3) of the Internal Revenve Code
of 1954,

Tre information discloses that you were incorporated under the nonprofit
corporation laws of the State of NN on NN

You refer to yourself also by your acronym the I Your
Board of Directors is comprised of I

I, Soundars of the organization.

Your "Certificate of Purpose" states that you were organlzed to establish
a religious society whose doctrines and principleg are founded on the
biblical golden rule concepts and whose members are willing to
Ademonstrate their adhererwa to them "by their works” in thought and deed,
and who will hand together for mutual aid and security. You will teach:
and demonstrate the principles of personal and group welfare and
survival, improve needed skills, and help provide shelter, food, tools
and equipment nacessary for their well being and survival, therehby )
lessening the burdana of governmment, You will restore and consgerve the
flora, fauna, land, air and water back to their primitive conditiuns,
through tcientific research and restorative implementation, and co teach
these principles to all who will liaten. The certi€icate alsu states
tlt::t vou are dedicated to the above-stated objectives but not limited to
+hem.

To accomplish these purposes, you have leased a ] acre ranch with a
private lake, game refuge, wilderness area, and buildings in which to
hold your meetings. You plan to be fully organized and functioning in
five years. Your goal is complete automomy through cultivation of the
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ground and storsge. Any excess above your needs will ba sold to the
publlec to raise funds for needsd services and products such an
vegetables, wood, survival gear, olothing, eto.

Your sconservation plans are to plant all kinds of trees, shrubs, herbds,
grasges, et¢. buth food and non-food speclas,: to elirinate erosion of the
land, and copserve moisture. You will dig ponds for fish and water fowl
and for animal use. You will aleo astablish a game refuge to proteot
existing speclies and enlarge the animal and bird life in the refuge. ¥You
will experiment with different uses to which your land nay be put with
the help of the County agant.

Your religious aoctivities will be comprised of weekly worship services
and regular clasaea in religlous education oourses.

In HEEERNAN, you will start construction on a large central building to
shelter the members. The building will be designed as a church building
but will have multi-purpose use to serve all the noeds of the Soclety. A
swinming pool has 4lresady been dug. ‘You will make and sell leather

goois, Jewelery, decorations, painting, Indian items, survival tools,
surplus tools, books, manualn and other printed materials, atce You will
hold nunerous drives, parties,’ seminars, and projocts Yo sacure
momborships and needed funds and items..

Your goanl {8 to Ye ultimately self-sufficient; however.'in the beginning
you will need donatlonas. You will put all.exceas contributions into a
permanant endowment fund program.

Memhership in the Soclety shall be by recommendatisr. 0y the members
subject to the approval by the membership committee and/or Board of
Directors. Bach approved member beoomes a temporary member during the
first year at the end of which he is voted on by the memberahip committee
(1) into permanent membership,.(2) to be placed on probation, or-(3) to
be voted out, with membership money returned (minusn the sales commisaion
nlready paid) with the underatanding that he must wait. until his '
membership 4s s0ld to the next qualified person on the waiting 1ist. The
members muat also pay annual dues to support the Society's activitiesn.
Tho membership fees are SHENEEE por member lifetime fee, whether or not
one residen on the land.. The membors of the Soclety can have their
choice of living on the ranch or at their own i~ues, but it iy Lolieved
that 14 will be about 50-50%. You atate that yci will prepare the rplace
so that all ocould live tiaers, especially during times when all the help
{a needed. Everyone is wxpeated .to.spend enough time -to fulfill
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tha dutises assigued them and to raceiva the training and inatructions
they need for their duties.

The ontire land, known as the I, hos been leased from

s with $- to be paid on NN
PPN, =;) B to bo paid on IS, vith an option of
renewal for Ml years more. Excoluded from the lease are approximataly
aores of land, tncluding ] houses and yards, and llll acres usad as Indian
corertonial grounda.

. 1 oca recroational busineas ¥ith
the goneral public, furnishing water sports, horae aports, guanery,

: nountaincerins and misoellaneous outdoor redreational activities, as well
as grazing its hormes and caitle. NN 2re the
President and Secretary of NN, and also Prasident
and Secrstary of NI ™™oy live in one of the the
three houses montioned above and rent out the other two. Both
I and , Vice Pregident of
have mlsaionary experience. [ is presently a gunsmith and
ordained ninister, and I, - ninister-missionary.

LT

Under the terma of the lease agreement with the lessor, I
I , tho maintenance of -all fences, springs,
roadsa, corrals, building, and anything else covered in the lease, ars to
be done at ths oxpenss of the lessse.- The leasse is also to buy
sufficient fire, theft, and 1liability insurance for all the aesets leased
and absolve the leassor of any: liability or damuge.

Submitted witk the application for exemption is a oopy of another
“"Agrooment and Contract™ which states that 41t is "by and between the

y hereinafter knmown as

I - i
=heroinnfter known as NI ." Tho Agreement -authorizes

%o goliclt and raise money, eto. in ths name of and on behalf
of NI » in order to establish a
perpotual endowment fund and to compensato I, vwill loan baclk to

one half of all the money, stooks, bonds, personal goods and
17581 entate, etc. that it raises as donations, and any other money that
may be available, to have and use as it sses fit.. h will pay
annually interest at HBS.  The loan is repayable after the 5th year upon
demand with 60 days’ notice. If the demand for repayment 1s mads before
the $ years have slansed, NN vill retain WX of all the money ,
etc: rataed by ﬁ for the Society. .




Section 501(c) (3) of the Code provides ror the exemption of organizatons
that are organized and operated exclusively for religious, zbaritable, or
educational purposes, no part of the net earnings of which inures to the
tenefit of any private shareholder or individual.

Sectiaon 1.501(c) (3)~1(a) (1) of the "Income Tax Regulat.ions pravides that
in order to be exempt as an organivation described in section 501(c) (3),
an orgsnization must be both organized and operated .exclusiiely for one

" or more of the purposes specified in’ that. section. .If an organi ~ation

fails to meet either the organizatioml test or.the operatlonal ..ast, it
is not exempt. .

Sectinn 1,501 (e) (3)~1(q) (2) of the Income Tax Regulations defires the
term "charitable" as incliding the advancemnnt ‘of religion or education.

Section 1.501{c) (3) ~1(a) (1) of the Regulations states that. an

organization is rot organlized exclusively for, one or: rore of " the purposes -

mentioned in section '"ouc) (3) of thé Code, unless it‘seérves a public.
rather than a private inte-est. It stat:es that to: meet this reguirement ,

it is necessary for an organization to estahlith that.it.is not organized '

_ or operated for the benefit: of private intereatn, such as designated

individuals, the creator or his family,- shareholders of the organization,
or persons controlled directly’ or inairectly by souch px:ivate interest.

Revenue Ruling 77-366, 1977-2 C. B. 1.92, holds that an organization which
arranges and conducts wintev-time ocean ‘cruises during which activities.
to fureher religious and educational purpoqes are provided in addition to
extensive social amd recreational activities-is not:operated exclusively
for exempt purposes and does not qualify for. exeuption unaes: Code sectton
501(c) (3). L

In Better Rusiness ijr:'eau v. U.S., ‘326 U.S. 279'(1945) , the slzpreme Court

stated. that the presence of even a single, non-exempt purpose, if more.
than insubstantial {n nature, will defeat exemption under’ section .
501.(c) (3) of the Cole, regardless.of the number or mportance of the
truly excmpt purposed. e
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On the bacis of the information you uhnitted, ve have conr'luded that - you
are not operated exlusively for one ox more exempt " purposod’ as specified )

in section 501(c) {3). Your activities and’agreements. witb'—_,’_m.
I - ond with N
I indicate that you are serving private rather than
public interest. Your annual lease payments for - acrefx ml.l. be paid

. e




to the for-profit \usiness, NN , whoso
owaors ars ihe founders and princlpal officers’of your organization.
Additional inuremont {o NN ocours in that all
maintenance conta of tho HIENENEEE lonch fence, roads, corrals, spring,
buildings, etc., part or all of which are used also by I
I . 2rd also the insurance paymeants on the property
vi1ll be borne bty NN . Furthermors, any buildings
cwaitrusted by the Svoiety on the leased property .will ravert to MM
in tha avent of a dissolution of the Sooiety. Even if there
should Ys no ddss:lution, .the for~profit recreation company will be able
to uttlize the improvements built by the Soc:lety.
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The S 1ifetine nembership fees that will be required of membera, in

addition ¥c annual dues still %o be set, may be conatrued to represent
tavestaont in NSRS .+ S
MY 25 condult, since ossentially the same individuals (NN
B ) are in control of the ‘of .the same land, and faolilities will be
utilized by both and

+ Any donated labor for the planting of trees and
plants. building of a swinming pool, the digging of ponda 'for fish, watar
fowl, and gane use, etc. by. the,membera. oan be.considered to be the )
inveators' ocooperative efforta.either to develop and enhance- the ranch
property as rearsational land in oxier to inorease the value :© “hs.r
invegtment, or to make the ranch land moro interesting and -de. ...'le tor
their ovn racreational use. " would also bouafit.in
that as a result of the-ecclogical- improvamants made on the property
through the efforts of the "mombers,” the land will be more interesting
and ettractivs far — 8 oustomera.

e fact that the membership fea is auoh a big aum and the ‘fact that a
member caunot withdraw from membsrship without selling his menbership fee
(1ess sales coumission already paid) to an interested buyer, further
supports the stand that the membership fae may’ be rquated to capital
investment by stockholiers in either & commeroial venture or private
recreational properly in which they ‘have purchased a lifetime right to.
Use . r;hamore the terms of the fund raising contract between NN

pnd

is not an arms length type that would be enterad into
with ap unrelated fund raising or public ralations fima.

You state that your members may li.ve at: home or.on. tha Soolety's’ .
Proporty, butbt you will make preparations’ so that. ‘all oan live ‘there: and
bo self sufficient 1n five years. . Providing your mambers with food,
sheltar, and clothlug constitutes. inuremant ‘4o the beneﬁt of private

individquals. Although your ongani.z:\tion may be restoring or improving. an i

ccolozical environment, and although your organization nay bs oonducting
soms religious activities, we have concluded that you -are Operatad I:o‘ ‘move
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than an insubstantial degree in activities that serve the privata
interest of your founders and uembers. Therefore, aven if the’
menbersaip fee is not a buainess inyestment, youw are serving the privates
interests of the members Yy defraying their personal living expeounses
and/or providing bettor recreational opportunities on private land -
through "1ifetime" memdarasniyp fees. :

Acoordinsly. it 10 held that you are not entitled to reoogniti.ou of
oxemption from Fileral incomo tax under section 501(o)(3) of the Code.
You ars required to file Federal income tax roturns ou. Fom 1120 for..
each year you have been in existence. oo N

If you acoept our findinés, you do not nesd. to t‘ake furtl\i"er aotion o

If you do not acoept.our £indingas, we reconmend thut you request a
confarence with the Office: of Rogional Director of Appeals. Your regquest
for a conferenoe should incluie a written appeal 8iving the faots, law,
and any other information to support your position-aa explaiped in the-
enclosed Publication 832. You will then be oontaoted to arrange a date .’
for a conference. .The conference may be held at-our Region&l ofi‘j.ne or,
if yow raquest. at any mutually oonvenient D:lstrlat atﬁ.ae.
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If we do not hear from yon within 30 days from the date of ‘bhis letter,

thi%s ruling will become final. If you have:any: quoatious. plaase contuct
ths yerson vhose name and telephone number are shown a‘bove. F
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"If you do not protesa this propoaod detemination S.n a timly ménner, Lt

will be considered by ths Intarnal Revonue Servies as a fajlure to

.exhausi available administrative .remediss. Scobion 7428(1:) (2) of the

Internal Ravenue Cods provides’ in partis ey TA declarator.y judgment or
decree under this section-shall ant be :lssue in' any proceeding unless oY

‘the Tax Court, the Cour' oY, bla\i" oP. the Dis‘hrict Coulrt' of the United

States for the District of Colun’ u detarmines that.the aqrgenigation
involved has exhausted a’uingse rat‘ve re.mdies uvaila‘nla to it \rit‘hin the
Internal) Revenvas Service." :. N : Lo -
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A copy of this letter is being sen’ to tppf")priata State horﬂo:l.als in
accordance with Internal Revenuq Code a.ao'h:.on 6104(0). AT .
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